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3. If the Provider's 1999 Capital Payment is greater thanor equal to $17.29, and its Capital 
Cost per diem is greater than $ I 7.29$1 7.29, its 2000 Capital Payment will be the greater of 
or 90% of its Capital Cost per diem. 
4. If the Provider's 1999 Capital Paymentis greater than or equal to $17.29, and its Capital 
Cost per diem is lower than $17.29, its 2000 Capital Payment will beits Capital Costper 
-diem. 
5. If a Provider relicenses bedsin 2000 which wereout of service, its 2000 Capital 
Payment will be the lowerof $1 7.29 or the facility's most recent billingrates for Fixed 
Costs and Equity or Use and Occupancy. 

(d) Capital Payment Adjustment. 
1. QUALIFYINGProviders. The Division will include a Capital Payment Adjustment for 
Providers that meetthe following criteria: 

a. 	the 1999 Capital Payment exceeds the Capital Cost per diem calculated under 
114.2 CMR 6.05(2)(b)5; 
b. the difference between the 1999 Capital Payment and the Capital Cost 
diem,multiplied by 1998 Medicaid patient days, exceeds $100,000. 

2. Determination of ADJUSTMENT For qualifying Providers, the Division will calculate 
the Capital Payment Adjustment as follows: 

a. 1998 Capital per diem. The Division will calculate a capital per diem including 
1998 long term interest, building insurance, real estate taxes, and equipment 
rental. Long Term Interest will be limited to theproportion of reported interest 
supported by allowable depreciable fixed assets as of the date the Provider 
obtained its long term financing.The Division and/or the'Division of Medical 
Assistance may conduct audits to verify amounts reported in the cost reports. 
The divisor will be the greater of 96% of ConstructedBed Capacity times 365 or 
the Actual Utilization Rate in 1998. 
2. Preliminary CAPITAL Payment Adjustment. If the 1998 Capital per diem 
exceeds the Provider's 2000 Capital Payment as determined under 1 14.2 CMR 
6.05(2)(b), the difference is the Preliminary Capital Adjustment. 
3.  	Preliminary Payment Adjustment. For purposes of determining the Capital 
Payment Adjustment, the Division willapply a Preliminary Payment Adjustment 
to reflect the percentage change fromthe facility's weighted preliminary Payments 
and its weighted current payments. 

(i) The Division will calculate preliminary payments for each facility, 

which are the sum of the Nursing andOther Operating Payments andthe 

Capital Payment priorto the the Capital Payment Adjustment. 

(ii) The Division will determinethe percentage change fromthe facility's 

weighted preliminary payment andits  weighted current payment. The 

Division will use the methodology
set forth in 1 14.2 CMR6.06( l)(b) to 
calculate the weighted payments. 
(iii) If the percentage increase betweena facility's 2000 weighted 
preliminary paymentas calculated above and its 1999 weighted current 
payment is greater than6%, the adjustment from its 1999 weighted current 
payment will be limitedto 6%' resulting in a negative preliminary 
payment adjustment. If a facility's 2000 weighted preliminary paymentis 
lower than the facility's 1999 weightedcurrent payment, the facility's 2000 
payments will equalits 1999 payments including the 1999 Add-onof 
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4. CAPITAL Payment ADJUSTMENT 
a. 	If the Provider’s Preliminary Total Payment Adjustment is positive and 
exceeds the Preliminary Capital Payment Adjustment, the Final Capital Payment 
Adjustment is zero. 
b. 	If the Provider’s Preliminary Payment Adjustment is positive but less than the 
Preliminary Capital Payment Adjustment, the Final Capital Payment Adjustment 
will equal the Preliminary Capital Payment Adjustment. 
c. The Capital Payment Adjustment is subject to theTotal Payment Adjustment 

x under 1 14.2 6.06(I)(b). 
(e) Weighted CAPITALPayment. I f  a Provider’s licensed beds fall into different Capital Payment 
methods, the Division will calculate theCapital Payment for each type of licensed beds. The 
Division will weight the capital payment based on the number of licensed beds associated with 
each type of method. 

(3) Revised CAPITALPayment for Substantial Capital EXPENDITURE 

(a) General Notification Requirements. All Providers must notifythe Division when they open, add 
new beds, renovateor re-open beds. The notification must contain the Provider’s name, address 
and VPN,date of bed change,type of change and descriptionof project. 
(b) Request for Revised Capital Payment. A Provider may requesta revised Capital Paymentfor 
capital costs associated withthe change or renovation of licensed beds pursuantto an approved 
Determination of Need. 

1. For the Providers specifiedin 114.2 CMR 6.054l)(a), theDIVISION will certify a Capital 
Payment of $17.29. 
2. The Division will calculate a revised Capital Paymentfor the Providers specified below. 

a. 	Facilities that may request a revised Capital Payment include: 
(i) New Facilities and newly-licensed beds which open pursuant to a 
Determination of Need approved on or before March 7, 1996; 
(ii) Replacement Facilities which open onor after February 1, 1998 
pursuant to a Determination of Need approved on orbefore March 7, 
1996; 
(iii) Facilities with Renovations made pursuant to a Determinationof 
Need; 
(iv) Facilities with twelve bed additions associated with a Determination 
of Need approved on or before March 7 ,  1996; and 
(v) Facilities which requested and received an approved Determination 
of Need pursuant to thedelegated review process in 1996 under 
Department of Public Health regulation 105 CMR 100.505(a)(4). 

b. I f  a Provider listed in 1 14.2 CMR 6.05(3)(b)2 requests a revised Capital 
Payment to reflect a change in beds, it must submit the following: 

(i) a description of the project; 
(ii) a copy of the construction contract; 
(iii) copies of invoices and cancelledchecks for construction costs; 
(iv) a copy of theDepartment’s licensure notification associated withthe 
new beds; and 
(v) a copy of the mortgage. 

The Division may requestfurther information it determines necessary to calculate 
a revised Capital Payment. 
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c. The Division will certifya temporary Capital Payment of $17.29 upon receipt 
of the notificationof the change in beds, rate adjustment request, and required 
supporting documentation. 
d. In order to calculate the final revisedCapital Payment, the Division will 
determine the amount of newallowable assets and applythe Financing Factorin 
114.2 CMR 6.05(2)(b)2. 
e. For the following facilities, the final revisedCapital Payment will bethe greater 
of 90% of the amount calculated under1 14.2 CMR 6.05(3)(b)2d or $17.29 

(i) New Facilities and newly-licensed beds which open pursuant to a 
Determination of Need approved on or beforeMarch 7, 1996; 
(ii) Replacement Facilities which open on or after February 1, 1998 
pursuant to a Determination of Need approved on or before March 7, 
1996; 
(iii) Facilities with Renovations made pursuantto aDetermination of 
Need approved onor before March7,1996; 
(iv) Facilities with twelve bed additions associated with a Determination 
of Need approved onor before March 7, 1996; and 
(v) Facilitieswhich requested and received an approved Determination 
of Need pursuant to thedelegated review process in 1996 under 
Department of Public Health regulation 105 CMR 100.505(a)(4). 

f. For the following facilities, therevised Capital PAYMENTwill be the lower of 
the amount calculated under 114.2 CMR 6.05(3)(b)2d or $17.29: 

(i) FACILITIESwhich renovate pursuant to aDetermination of Need 
approved 
after March 7, 1996; and 
(ii) facilities that implementa transferred Determinationof Need approved 
before March 7, 1996 but did notfile a Notice of Intentto Acquire the 
facility before March7, 1996. This provision will not apply if the transfer 
occurred on or after February 1, 1998 and before May30,1998. If the 
transfer occurred during this period, the revised Capital Payment will be 
determined under 114.2 CMR 6.05(3)(b)2e. 

g. The effectivedate of the revisedCapital Payment will be the date upon which 
the Provider submits the notification andall information anddocumentation 
required in 114.2CMR 6.05(3). 

6.06 Other Payment Provisions 

(1) Transition Payments. Transition Payments are the sum of the Payments for Nursing, Other 
Operating Costs,and Capital, subject to theTotal Payment Adjustment. 

(a) Preliminary Payments. The Division willcalculate preliminary payments for each facility, 
which are thesum of the Nursing and OtherOperating Payments and the Capital Payment, 
including the Capital Payment Adjustment under1 14.2 CMR 6.05(2)(d). For hospital-based 
nursing facilities, the preliminary payments are thesum ofthe Standard Payments for Nursing and 
Other Operating Costs and the Capital Payment of $17.29 per day. 
(b) Total Payment ADJUSTMENT There is an additional adjustment to reflect the percentage change 
from the facility’s 2000 weighted Preliminary Payments andits weighted current payments. 

1. Weighted Current Payment. A facility’s current payments are its mostrecently certified 
payments effective December 1, 1999 lessthe 1999 Add-on of $0.76. The Division will 

>.,% *. ‘ i ’? i . ,. 
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calculate the weighted 1999 current payment using thirdquarter 1999 case mix 
proportions. The "weighted current payment"is the sum of the products of each category's 
current payment by its corresponding case mix proportions. 
2. Weighted Preliminam Payment. The Division will calculated the weighted Preliminary 

Payment using thirdquarter 1999 case mix proportions. The "weighted preliminary 

payment rate"is the sum of the products of eachcategory's preliminary 2000 payment by 

its correspondingcase mix proportions. 

3 Determination of Total Payment Adjustment. 


a. 	If the percentage increase betweena facility's 2000 weighted preliminary 
payment as calculated above and its 1999 weightedcurrent payment is greater than 
6%, the facility's payment adjustment fromi t s  1999 weighted current payment will 
be limited to 6%. 
b. I f  a facility's 2000 weighted preliminary payment as calculated above is lower 
than the facility's 1999 weightedcurrent payment, the facility's 2000 payments will 
equal its 1999 payments including the1999 Add-on of $0.76. 
c. The Total Payment Adjustmentwill not be recalculated as aresult of revised 
Capital Payments for a substantial capital expenditure. 

(c) Add-on for Certified NURSING Assistants. The Division will include an add-on for the purpose 
of funding increases in the salaries, benefits and hours of Certified NursingAssistants. The add
on is not subject to theTotal Payment Adjustment. Any Provider open in 1998 that failed to file 
a required 1998 cost report by December 31, 1999 will not be eligible for thisadd-on. 

1. Calculation of the Add-on. 
a. For each Provider, the Division will determine the total reported 1998 
Certified Nursing Assistant Salaries. 

1. I f  the Division used a short year 1998 cost report to calculate the 
Provider's 2000 rate, the Division will annualize thereported Certified 
Nursing Salariesfor that Provider. 
2. 	If a Provider opened in 1999, the Division will calculate the add-on 
using 1998 medianreported Certified Nursing Assistant Salaries. 

b. The Divisionwill multiply the Provider's 1998 Certified Nursing Assistant 
Salary amount by the Provider's 1998 Medicaid Utilizationas reported in the 
1998 Cost Report. Medicaid Utilization is Total Reported Medicaid Days 
divided by Total Reported Patient Days. 
c. The Divisionwill sum the amount determined in 114.2 CMR 6.06(l)(c)lb for 
all Providers. 
d. For each Provider, the Division will divide the amount determinedin 114.2 
CMR 6.06(l)(c)l b by the amount determined in 1 14.2 CMR 6.06(l)(c)lc. 
e. The Division will multiply the resulting percentageby $20 million. 
f. The Division will divide the amount calculated aboveby the product of: 

1. current licensed bed capacity for the Rate Year times the daysin the 
Rate Year, times 
2. reported 1998 Actual Utilization, times 
3. reported 1998 Medicaid Utilization. 

This amount willbe included as an add-on to each Provider's2000 rate. 
2. Nurses Aide Labor Cost Recovery. Providers must increase amounts spentfor 
Certified Nursing Assistant Servicesby the revenuegenerated by the add-on. The 
Division will determine whether the Provider spent the revenueon Certified Nursing 
Assistant services at theend of the calendar year.If the Division determines that the 
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Provider has not spent all of the revenue for Certified Nursing Assistant services,the 
Division will notifythe Division of Medical Assistance of the amount to recover from 
the provider. The Division will determine the amount to be recovered as follows: 

a. The Division will multiply the add-on by Rate Year 2000 Medicaid patient 
days to determine theMedicaid revenue generated by the add-on. 
b. 	 The Division will compare the amountsreported in the 1999 and 2000 Cost 
Reports in the following accounts: 

Certified Nursing Assistant Salaries 605 1.1 
NursingAssistant Purchased Service 6052.3 
Group Life Health Insurance 4426.9 
Payroll Taxes 4408.2 
Pensions 4336.4 
Benefits Other 4340.4 

For the insurance, payroll tax, pension, and other benefits accounts, theDivision 
will allocate thereported amounts based on reported nurses aide salariesto total 
nursing salaries. 
c. 	If the total amount reported in 2000 does not exceed the amount reported in 
I999 by at least the amount of revenue generated by the add-on, there will be a 
recovery of the difference. 
d. The Division and/or theDivision of Medical Assistance may conduct auditsto 
verify amountsreported in the costreports. 

(d) Supplemental PAYMENT The Division will include a supplementalpayment of $0.25 per day 
in the ratesof all Providers that received a perfectscore of 132 from the Department of Public 
Health’s most recent Survey Performance Tool for Nursing Homes. This payment is not subject 
to theTotal Payment Adjustment. 

(2) Retroactive ADJUSTMENTS The Division willretroactively adjust payments in the following situations: 
(a) Facilities which did not file a1998 Cost Report. If a facility operational in 1998 did not file the 
1998 cost report, the payments will bethe lower of its current payments or thestandard payments. 
If the facility does not file a 1998 cost report by May 1,2000, the facility’s payments will be , 

lowered by 5%. If the facility does not file a 1998 cost report by July 1,2000, the Division may 
terminate the facility’s payments. Ifthe facility files a1998 cost report, the Division will calculate 
amended 2000 payments using the facility’s 1998 cost report. The amended payments will be 
effective on the first day ofthe month following the receipt of an acceptable cost report. If the 
facility demonstrates that it cannot complete a 1998 cost report, it willcontinue to be paid at its 
current payments or it mayrequest that the Division usea different base year cost report to 
determine its payments. 
(b) Amended PAYMENTfor Prior Years. The Division will amend2000 payments to reflect 1997, 
1998 and 1999 rates amendedfor the following reasons: offbase and lookback rates pursuant to 
1 14.2 CMR 5.1 1 ,  administrative adjustments pursuant to 1 14.2CMR 5.12; amended rates 
pursuant to an administrativeappeal; amended DON approvals for Maximum Capital Expenditures 
if the original Determination of Need was approved priorto March 7, 1996, or any further 
adjustments to reflect theresults of any deskor field audits conducted by the Division or the 
Division of Medical Assistance. 
(c) Mechanical Errors. The Division mayadjust payments if it learns that thereis a material error 
in the rate calculations. 
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(d) Errors in the Cost Reports. The Division may adjust payments if it learnsthat the Provider has 
made a material errorin the cost report. 

(3) ANCILLARYCosts. Unless a Provider participatesin the Ancillary Pilot Program withthe Division of 
Medical Assistance, or a Provider’s payments include AncillaryServices pursuant to the regulations or 
written policyof the purchasing agency,the Provider must bill Ancillary Services directly to the purchaser 
in accordance with the purchaser’s regulationsor policies. 

(4)Residential Care Beds. The Division will establish separateNursing and Other Operating Costs 
payments for Residential Care Beds in a dually-licensed facility. The Division willdetermine the 
proportion of 1998 reported costs allocableto the rest home beds. I t  will exclude from the calculation 
reported costs for Ward Clerk, Utilization Review, Medical Records, and Advisory Physician. Allowable 
costs will be limited tothe 2000 freestanding rest home ceiling establishedin 114.2 CMR 4.00. The 
facility’s paymentfor Residential Care Beds will not exceed its2000 Payment for Payment Group H 
Nursing Facility Residents,and the rate will not be lower than its certified1999 payment for Residential 
Care Beds. The Residential Care Bed payment is not subject to the Total Payment Adjustmentset forth in 
114.2 CMR 6.06(l)(b). 

(5) REOPENEDBeds Out of Service. Providers with licensed beds that were out of service prior to 1998 
which reopen in 2000 will receive the lower of the Standard Payments or themost recent prior payments 
inflated to 2000 for Nursing and Other Operating Costs. 

(6) Pediatric NursinG Homes. Paymentsto facilities licensed to provide pediatric nursing facilityservices 
will be determined using1998 Reported Costs for Nursing and OtherOperating Costs, excluding 
Administration and General Costs. Administration and GeneralCosts will be basedon 1998 costs subject to 
a cap of $1 1.48. A pediatric nursing facility may applyto the Division for a payment adjustment for the 
otherwise unrecognized medicalcosts of residents over the age of 22 who were previously enrolledin the 
facility’s Chapter 766 program. The Division will calculate anadjustment to include the reasonable costs 
for theseservices subject to approval bythe Division of Medical Assistance. 

(5) Payments for Innovative and Special Programs. The Division will includean allowance for costs and 
expenses to establish and maintain an innovative program for providingcare to Publicly-Aided Residents if: 

1. The Provider has received prior written approval fromthe Executive Office of Elder Affairs to 
establish and maintain a program;or 
2. 	The Provider participates in a special program pursuant to a contract withthe Division of 
Medical Assistance under whichit has agreedto accept residents designatedby that agency. 

(6) Receiverships. The Division mayadjust the rate of a receiver appointed under M.G.L.c. 1 11, s. 72N 
solely to reflect the reasonable costs,as determined by the Division and Divisionof Medical Assistance, 
associated withthe court-approved closure of the facility. 

6.07ReportingRequirements 

1 )Required Cost Reports 
(a) NursinG FACILITYCost Report. Each Provider mustcomplete and file a Nursing Facility Cost 
Report each calendar year. The Nursing Facility Cost Report must contain the complete financial 
condition of theProvider, includingall applicable management company,central office, and real 
estate expenses. 

. . , +,. , :; . .i; I 
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(b) REALTYCompany Cost Report..A Provider that does not ownthe real propertyof the nursing 
facility and pays rent to an affiliatedor non-affiliated realty trust orother business entity must file 
or cause to be filed a Realty Company Cost Report. 
(c) Management Company Cost Report.A Provider mustfile a separate Management Company 
Cost Report for each entityfor which it reports managementor central office expenses related to 
the care of Massachusetts publicly-aided residents.If the Provider identifies such costs, the 
Provider mustcertify that costs are reasonable and necessaryfor the careof Publicly-Aided 
Residents i n  Massachusetts. 

(2) General Cost Reporting Requirements 
(a) Accrual Method. Providers must complete all required reportsusing the accrual method of 
accounting. 
(b) Documentation of REPORTEDCosts. Providers must maintain accurate, detailed and original 
financial records to substantiate reported costs for a period of at least five years following the 
submission of required reports or untilthe final resolution of any appealof a rate for the period 
covered by the report, whichever is later. Providers must maintaincomplete documentation of all 
of the financial transactions and censusactivity of the Provider andaffiliated entities including, but 
not limited to,the books, invoices, bankstatements,canceled checks, payroll records, governmental 
filings, and any other records necessary to document the Provider’s reportedcosts. Providers must 
be able to document expenses relating to AFFILIATEDentities for which it has identifiedcosts related 
to the care of Massachusetts publicly-aided residents whetheror not theyare Related Parties. 
(c) Fixed Asset Ledger. Providers must maintaina fixed asset ledger whichclearly identifies each 
asset for which expensesare reported, including location,date of purchase, cost, salvage value, 
accumulated depreciation, andthe disposition of sold, lostor fullydepreciated assets. 
(d) Job Descriptions and Time Records. Providers andmanagement companies must maintain 
written job descriptions including qualifications,duties, responsibilities, and time records such as 
time cards for all positions whichthe Provider identifiesas related to thecare of Massachusetts 
publicly-aided residents. Facilities organized as sole proprietors or partnerships in which the sole 
proprietor or partner functions as administratorwith no reportedadministrator s a l a r y  or benefits 
must maintain documentation to support the provision ofadministrator services by the sole 
proprietor or partner. 
(e) Other Cost REPORTINGRequirements. 

I .  Administrative Costs. The following expenses must be reportedas administrative: 
a. 	All compensation, including payrolltaxes and benefits, for the positions of 
administrator, assistant administrator, administrator-in-training,business manager, 
secretarial and clerical staff, bookkeepingstaff, and all staff or consultants whose 
duties are primarily administrativerather thandirectly related to theprovision of 
on-site care to residents or to the on-site physical upkeepof the Nursing Facility; 
b. Expenses relatedto tasks performed by personsat a management level above 
that of an on-site Provider department head, whichare associated with monitoring, 
supervising, andor directing services provided to residents in a Nursing Facility as 
well as legal, accounting, financial and managerial services or advice including 
computer services and payroll processing; and 
c. Expenses related to policy-making, planning and decision-making activities 
necessary for thegeneral and Long-Termmanagement of the affairsof a Nursing 
Facility, including but not limited to the following: the financial management of 
the Provider, including the costof financial accounting and management advisory 
consultants, the establishment of personnel policies,the planning of resident 
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admission policies andthe planning of the expansion and financing of the 
Provider. 
d. 	providers must reportthe cost of administrative personnel to the appropriate 
account. The cost of administrative personnel includes all expenses, fees, payroll 
taxes, fringe benefits, salaries or other compensation. 
e. 	Providers may allocate administrativecosts among two or more accounts. The 
Provider must maintainspecific and detailedtime records to support the allocation. 

2. 	Draw Accounts. Providers may not report or claim proprietorship or partnership 
drawings as salary expense. 
3.  Expenses whichGenerate Income. Providers must identify the expense accounts which 
generate income. 
4. Fixed Costs. 

a. 	Additions. If the square footage of the Building is enlarged, Providers must 
report all additions and renovationsas Building Additions. 
b. Allocation. Providers must allocate all fixed costs, except Equipment, on the 
basis of square footage. A Provider may elect to specifically IDENTIFYEquipment 
related to the Nursing Facility. The Provider must document each pieceof 
Equipment in the fixed asset ledger. If a Provider elects not to identify Equipment, 
it must allocate Equipment onthe basis of square footage. 
c. 	Replacement of Beds. I f  a Provider undertakesconstruction to replace beds, it 
must writeoff the fixed assets which are no longer used to provide care to 
Publicly-Aided Residents and maynot identify associatedexpenses as related to 
the care of Massachusetts publicly-aided residents. 
d. 	FULLYDepreciated Assets. Providers must separately IDENTIFYfully depreciated 
assets. Providers must reportthe costs of fully depreciated assets and related 
accumulated depreciationon all Cost Reports unless they have removed suchcosts 
and accumulated depreciation from the Provider's books and records. Providers 
must attacha schedule of the cost of the retired Equipment,accumulated 
depreciation, and the accounting entries on the books andrecords of the Provider 
to the Cost Report when Equipmentis retired. 
e. 	Providers mustreport all expenditures for major repair projects whose useful 
life is greater than one year, including,but not limited to, wallpapering and 
painting as Improvements. Providers may not report such expenditures as prepaid 
expenses. 

5. 	Laundry Expense. Providers must separately identify the expense associated with 
laundry services for which non-Publicly-Aided Residentsare billed. Providers must 
identify such expense as non-related to Medicaid patient care. 
6 .  Mortgage ACQUISITION Costs. Providers must classify Mortgage Acquisition Costs as 
Other Assets. Providers may not addMortgage Acquisition Costs to fixed asset accounts. 
7. Nursing Costs. The costs must be associated with direct resident carepersonnel and 
be required to meet federal and state laws. 
8. Related Parties. Providers must disclose salary expense paid to a Related Party and 
must identie all goods and services purchased froma Related Party. I f  a Provider 
purchases goods and services from a Related Party, it must disclose theRelated Party's 
cost of the goods andservices. 

(f) SPECIALCost Reporting Requirements. 
1. Facilities in which other PROGRAMSare operated. I f  a Provider operates an adult day 
health program, an assisted living program, or provides outpatient services, the Provider 
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may not identifyexpenses of such programs as relatedto the care of Massachusetts 
publicly-aided Residents. 

a. If the Providerconverts a portion of the Provider to another program, the 
Provider mustidentifythe existing Equipment no longer usedin Nursing Provider 
operations and remove such Equipment fromthe Nursing Provider records. 
b. The Provider mustidentifythe total square footage of the existingBuilding, the 
square footage as SOCIATEDwith the program, andthe Equipment associated with 
the program. 

' 	c. The Provider must allocate all shared costs, including shared capital costs, using 
a well-documented and generally acceptedallocation method. The Provider must 
directly assign tothe program any additionalcapital expenditures associated with 
the program. 

2. Hospital-Based NursingFacilities. A Hospital-Based Nursing Provider must file Cost 
Reports on a fiscal year basis consistent with thefiscal year used in the DHCFP-403 
Hospital Cost Report. The Provider must: 

a. identifythe existing Building and Improvementcosts associated with the 
Nursing Provider. The Provider mustallocate such costs on a square footage basis. 
b. report major moveable Equipment and fixed Equipmentin a manner consistent 
with the Hospital Cost Report. In addition, the Provider must classifY fixed 
Equipment as either Building Improvementsor Equipment in accordance with the 
definitions contained in 1 14.2 CMR 6.02. The Provider may elect to report major 
moveable and fixed Equipmentby one of two methods: ; 

1. A Provider may elect to specifically identify the major moveable and 
fixed Equipmentdirectly related to the care of Publicly-Aided Residents in 
the Nursing Provider. The Provider must maintain complete 
documentation in a fixed asset ledger, whichclearly identifies each piece 
of Equipment and its cost, date of purchase, andaccumulated 
depreciation. The Provider mustsubmit this documentation to the 
Division with itsfirst Notification of Change in Beds. 
2. If the Provider elects not to identify specifically each item of major 
moveable and fixedEquipment, the Division willallocate fixed 
Equipment ona square footage basis. 

c. The Provider must reportadditional capital expenditures directly related to the 
establishment of the Nursing Provider withinthe hospital asAdditions. The 
Division will allocate capital expenditures which relate to thetotal plant on a 
square footage basis. 
d. The Provider mustuse direct costing whenever possible to obtain operating 
expenses associated with the Nursing Provider. The Provider must allocate all 
costs shared by the hospital andthe Nursing Provider using the statisticsspecified 
in the Hospital CostReport instructions. The Provider must disclose all analysis, 
allocations and statistics utilized in preparing the Nursing Provider Cost Report. 

(2) General Cost PRINCIPLES In order to report a cost as related to Medicaid patient care, a costmust satisfy 
the following criteria: 

(a) The cost must be ordinary, necessary anddirectly related to the careof Publicly-Aided 
Residents; 
(b) The cost must be for goods or services actually provided in the nursing facility; and-

(c) The cost must be reasonable; and 
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(d) The cost must actually bepaid by the Provider. Costs which are not considered related tothe 
care of Massachusetts publicly-aided Residents include,but are not limited to:costs which are 
discharged in bankruptcy; costs which are forgiven;costs which are converted to a promissory note; 
and accruals of self-insuredcosts which are based on actuarial estimates; 
(e) A provider may not report the following costs as related to the careof Massachusetts publicly
aided Residents: 

1 .  Bad debts, refunds, charity and courtesyallowances and contractual adjustments to the 
Commonwealth andother third parties; 
2 Federal and state income taxes, except the non-income related portionof the 
Massachusetts Corporate Excise Tax; 
3 .  	Expenses thatare not directly related to the provision of resident care including, but not 
limited to, expenses relatedto other business activities and FUNDraising, gift shop expenses, 
research expenses, rentalexpense for space not required by the Department and 
expenditure of funds received under federal grantsfor compensation paid for training 
personnel and expenses related to grants of contracts for special projects; 
4.Compensation andfringe benefits of residents on a Provider’s payroll; 
5. Penalties and interest, incurred because of late paymentof loans or other indebtedness, 
late filing of federal andstate tax returns, or from late payment of municipaltaxes; 
6.  Any increase in compensation or fringe benefits granted as an unfair labor practice after 
a final adjudication by the court of last resort; 
7. Expenses for PurchasedService Nursing services purchased from temporary nursing 
agencies that are not registered withthe Department under regulation 105 CMR 157.000; 
8. Any expense or amortization of a capitalized cost which relates tocosts or expenses 
incurred priorto the opening of the facility; 
9. 	All legal expenses; and those accounting expenses and filing fees associated with any 
appeal process. 

( 5 )  Filing Deadlines. 
(a) General. Except as provided below, Providers mustfile required Cost Reports for the calendar 
year by 5:00 P.M. of April 1 of the following calendar year. If April 1 falls on a weekend or 
holiday, the reports are dueby 5:OO P.M. of the following business day. 

1. Change of Ownershie. The transferor must file Cost Reports within 60 days after a 
Change of Ownership. The Division will notifythe Division of Medical Assistance if 
required reportsare not timely filed forappropriate action by thatagency. 
2. 	New Facilities and Facilities with MAJORAdditions. New Facilities and facilities with 
Major Additionsthat become operational during the Rate Year must file year end Cost 
Reports within60 days after the close of the first two calendar years of operation. 
3 .  	Hospital-Based Nursing Facilities. Hospital-Based Nursing Facilities must file Cost 
Reports no later than90days after the close of the hospital’s fiscal year. 
4. 	Termination of Provider Contract. If a Provider contract between the Provider and the 
Division of Medical Assistance is terminated, the Provider must file Cost Reports covering 
the current reporting period or portion thereof covered by the contract within 60 days of 
termination. 
5. 	APPOINTMENT of a Resident Protector Receiver. If a receiver is appointed pursuant to 
M.G.L. c. 1 1 1, s. 72N, the Provider mustfile Cost Reports for the current reporting period 
or portion thereof, within60 of the receiver’sappointment. 
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(b) Extension of Filing Date.The Director ofthe ACE Group may grant a requestfor an extension 
of the filingdue date for a maximumof 45 calendar days.In  order to receive an extension, the 
Provider must: 

1 .  submit the request itself, and notby agent or other representative; 
2. demonstrate exceptional circumstances which preventthe Provider from meetingthe 
deadline; and 
3 .  file the request no later than30 calendar days before the due date. 

(6) Incomplete SUBMISSIONSIf the Cost Reports are incomplete, the Division will notifythe Provider in 
writing within 120 days of receipt. The Division willspecify the additional information whichthe Provider 
must submit to complete the Cost Reports. The Provider mustfile the required information within 25days 
of the date of notification or by April 1 of the year the Cost Reports are filed, whichever is later. If the 
Division failsto notify the Provider withinthe 120-day period,the Cost Reports willbe considered 
complete and will be deemed to be filed the date of receipt. 

(7) Audits. The Division and the Division of Medical Assistance mayconduct Desk Auditsor Field Audits 
to ensure accuracy and consistency in reporting. Providers must submit additional data and documentation 
relating tothe cost report, the operations ofthe Provider and any Related Partyas requested during a Desk 
or Field Audit even ifthe Division has acceptedthe Provider's Cost Reports. 

(8) Penalties for Late Filingof Cost Reports. 
(a) If a Provider does notfile the required Cost Reports the due date, the,Division will reduce the 
Provider's rates for currentservices by 5% on the day followingthe date thesubmission is due and 
5% for each monthof non-compliance thereafter. The reduction accrues cumulatively such that the 
rate reduction equals 5% for the first month late, 10%for the second month late and so on. The rate 
will be restored effective onthe date the Cost Report is filed. 
(b) If a Provider has not filed its Cost Reportby six months after the duedate, the Division will 
notify the Provider thirtydays in advance that it may terminate the Provider's rates for current 
services. The Division will rescind termination on thedate that the Provider files the required 
report. 

6.08 Special Provisions 

(1) Rate Filings. The Division willfile certified ratesof payment for Nursing Facilities withthe Secretary 
ofthe Commonwealth. 

(2) APPEALS A Provider may file an appealat the Division of Administrative Law Appeals of any rate 
established pursuantto 114.2 CMR6.00within 30 calendar days after the Division files the rate withthe 
State Secretary The Division may amend a rateor request additional information fromthe Provider even if 
the Provider has filed a pending appeal. 

(3) Information Bulletins. The Division may issue administrative information bulletinsto CLARIFY 
provisions of 1 14.2 CMR 6.00 which shall be deemed to be incorporated in the provisions of 1 14.2 CMR 
6.00. The Division will file the bulletins withthe State Secretary, distribute copies to Providers, and make 
the bulletins accessible to the public at theDivision's ofices during regular business hours. 

(4) Severability. The provisions of 1 14.2 CMR 6.00 are severable. If any provision of 1 14.2 CMR 6.00 or 
the application of anyprovision of I 14.2 CMR 6.00 is held invalid or unconstitutional, such provision will 
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